the strategic goal of this paper is to study the effects of the prevention policies against money laundering on growth in the gulf countries (Saudi Arabia, Kuwait, Qatar, Bahrain, UAE and Oman) from 1980 to 2014. Thus, the logistic regression (logit model) had given three fundamental results. The first had shown that the main policies in matter of fight against money laundering (anti money laundering law AMLL, suspicious transaction reporting STR, the criminalizing of terrorist financing CTF) have had positive effects on the increasing of probabilities to realize more growth. The second is that the said policies have had positive effects on the increasing of the degree of openness of the whole sample. The third is that the variable (proximity) had a positive and significant effect on anti-money laundering policies.
Introduction
Since long time, the phenomena of Money laundering had constituted a major problem for governments because its source was illicit and this type of money is the result of illicit activities (drug, human organ traffics and others). Since 11/09/2011 and the destruction of the world trade tower the UN and their different institutions have gave more importance to money laundering because the major part of this illicit money was accused to finance terrorism. Just after these attacks, a set of lows were adopted such as the anti-money laundering law, the criminalization of terrorism law and the ability given to banks to report the suspicious transactions.
Nevertheless, unlike other economic subjects, the treatment of the problem is more difficult simply because there is not a database on this variable. Also, it is difficult to follow all their stages beginning by their constitution to their entry in the economic circuit. As a consequence we will try in this paper to study the effects of ML on growth with logit models. Thus, on the first section we will try to focus our interest in the origin and definitions of the ML concept. The third section will presents the macroeconomic and microeconomic effects of ML.
The fourth section will present the empirical study and discuss the main results.
Origin, definitions, and process of money laundering concept
The "economic and financial crime" refers generally to any form of non-violent crime which results in a financial loss. This crime covers a wide range of illegal activities, including fraud, tax evasion and money laundering. The latter is one of the most widespread forms of economic and financial crime. The origin of the term "money laundering" comes from the fact that in 1928 in Chicago, a leader of a mafia family (Al Capone) would have bought a chain of laundries is called "the Sanitary Cleaning Shops ". This legal status allows him to recycle financial resources from numerous illicit activities 1 .
However, from the 70s, the term "money laundering" has become widespread and it was used, for the first time, in 1982 in a court case. The first definition of money laundering having an international scope was given in 1988 by the United Nations Convention against trafficking in drugs and psychotropic substances (Vienna, 19 December 1988) . She was developing mainly around the notions of conversion or transfer of property acquired illegally. It will be taken up by the Strasbourg Convention of 1990. The FATF in 1990 gave a more inclusive definition: "Money laundering is the process of transformation of criminal proceeds to disguise their illegal origin".
Similarly, the International Monetary Fund (IMF) defines money laundering as "a process by which the illicit source of assets or produced obtained by criminal activity is concealed to obscure the link between the funds obtained and the source of initial offense» 2 . By consequent despite the plurality of definitions of money laundering we can converge to a common element: the transfer of illegally acquired assets towards the legal economic system. CD Schaap (1999) 3 usually distinguished three distinct phases in the process of money laundering: -Placement stage: The purpose of this phase is to place cash into a bank account, hiding its illegal origin.
Process of money laundering
-Layering stage (dispersion / stacking): to hide one's tracks by complex financial transactions to hide the source of funds or legitimize their possession.
-Integration stage: money being laundered and its initial origin is totally hidden. Thus the investments, in the legal economy, can be beginning.
Methods of money laundering
We will present the most used methods of money laundering: -Hand change: the aim of this tool is to mask the real origin of ownership of funds.
This means that the recycler transfers the money to other persons judged by him as their confidents, and considered worthy of trust in the community, and not attractive of attention (family members, friends or associates).
-Fractionation (smurfing): it means that the money launderer tries to divide the money into little sums and, deposit them in several accounts in diverse banks and financial institutions. Also, he can buy bank drafts or money orders at various institutions, usually with a value below the amount that would result in a mandatory reporting. Bank drafts or money orders are generally payable to third parties and deposited in the same way as cash in a central account.
-Buy in cash of valuable assets: generally the launderers can recourse to the cash purchase of high value goods (cars, bus, automobiles, boats) and transfer them to the third parties. The goods may subsequently be sold in order to create a legal origin for these goods and products.
-Smuggling of currency: recyclers send their illicit funds abroad, often to countries where the funds will not be severely controlled by the law and systems that record money newly entering into the financial system.
-Use of exchange offices: the illicit funds can be used to buy foreign currency which can then be transferred to accounts in foreign banks, or converted into a functional currency to another institution.
-Investing in casino games: the launderers can use the casinos as tool for creating licit sources for their dirty money. Indeed, they obtain tokens in exchange of cash.
Having played and wagered on minimum sums, they return, to the desk, to convert their tokens into liquid money or in checks.
Effects of Money Laundering on economics variables
According to the International Monetary Fund (IMF), the annual volume of money laundering operations in the world accounts for between 2% and 5% of world GDP 4 which corresponds to a sum between 1000 and 3000 billion US dollars. despite that all countries are affected by the phenomenon of money laundering it seems that some areas of the world, are more sensitive than others. Among the sensitive countries, we can find: -The United States, the Latin America, Central America and the Caribbean Basin (involved in drug production and trafficking and fraudulent financial flows).
-The Europe (historically attractive financial places). According to the IMF, the volume of dirty money laundered in the Asian region is "alarming". If we consider the particular case (Asian zone) Gulf countries, Arab magazine Al-Majalla 5 has revealed, for example, a growing concern of the Saudi authorities concerning the attempts of market infiltrations from the Gulf countries. This is due to the proliferation of institutions and the increase of exchange liberalization, which can incite and encourage the launderers to do all sorts of operations with the abroad, without worrying about being controlled.
In the same line of conduct the inspectors of the central office of exchange in Arab Emirates united found that some important movements of capital seem to have not a commercial rationale. In light of this overview of the importance of laundered financial flows, it would be interesting to focus on the macroeconomic impacts of money laundering.
Effects of Money laundering on the economic equilibriums
According to several experts, the consequences of money laundering are very damaging economically. Indeed, this section presents an overall view of the theoretical literature on the macroeconomic effects of money laundering.
At the microeconomic level
From a microeconomic perspective, the risk comes mainly from the potential destabilization of certain private sectors acting in legal economy by the penetration of illicit funds. According to Novis McDowell (2001) , one of the most notorious microeconomic effects of money laundering is that which affect the private sector.
Indeed the companies having access to illicit funds could substantially subsidize products or services by selling them at less than the market. In certain case the prices can be below the cost of production. It is therefore clear that these firms have a competitive advantage over those who have to borrow on financial markets. This may create an illicit competition between the enterprises acting in legal way and those who benefit from illegitimate funds at low cost. Although the size of this problem is debatable, it therefore goes against the traditional principle of just and legal competition, favoring the criminal companies. The author note that the economy, as a whole may suffer from poor allocation of funds from the crime. Given that priority is given to the protection of the bleaching process and not on seeking gains, money can thus be used to fund activities that are not optimal from an economic point of view. In this way, economic growth could be weakened.
At the macroeconomic level
From a macroeconomic point of view, government authorities have started to grant significant importance to money laundering since the 80s. The IMF 6 estimates that the laundering activity impacts negatively the GNP of some national economies, and if we consider the abundant successive financial transactions which are usually performed during the stacking phase and cross national borders, we can reasonably assume that nations are under strong macroeconomic disturbances.
Bongard, (2001) 7 and the FATF estimate that the impact can affect many key macroeconomic variables such as prices, economic growth, balance of payments, the exchange rate and therefore on monetary policy for infiltrated country.
McDowell&Novis (2001) 8 state, in their research, that money laundering can influence the exchange rates and the interest rates because the money is invested to avoid its detection and not according to the research of high returns. Thus, this may increase the risk inherent to a monetary instability and leads to a misallocation of resources and creates distortions in the prices of goods and financial assets. Quirk (1996) 9 and Camdessus (1998) have tried to study the effects of money laundering on the stability of the economy, and the financing of investment. They concluded that money laundering may result in adverse changes in the money demand and increases the volatility of international capital flows, exchange rates and interest rates. Quirk (1997) 10 has noted that "Fears that anti-money laundering laws and regulations will undermine efforts to liberalize financial markets, or that opening up financial markets will promote money laundering, are unfounded. Money laundering threatens economic and financial systems in many countries, and the international financial community should strongly support anti-laundering efforts". Blum & al (1998) 11 think that money laundering has a negative impact on the tax situation of a country. The central argument is that the share of income having illicit sources and which is fed back into the legal economic system is likely to attract the attention of tax authorities. They even argue that criminals swell tax statements from legal enterprises they use as cover and pay over taxes.
Aluko (2012) 12 has studied the effect of money laundering on the financing of the investment. He concluded that money laundering has a negative effect on economic growth and financial stability. Also, the author has concluded that it exists a positive relationship between corruption and money laundering in most countries. The author recommended that countries affected by money laundering are obliged to cooperate to reduce these negative effects. Idowu (2012) 13 studied the macroeconomic effects of money laundering. He concluded that it has a negative impact on investment financing, government revenue, the rate of economic growth and threatens political stability and internal security of a nation.
hsan et Razi (2012) 15 has studied the macroeconomic effects of money laundering and he found that this phenomenon negatively affects economic growth and financial stability. FATF (2009) 16 found that the use of the securities industry to launder money is considered a real threat to the economy because it reduces funding instruments. Bartlett (2002) 17 found that money laundering will reduce the foreign trade and long-term cash flows.
Econometric analysis
In this present research, we will use logistic regression which is defined as a technique allowing to adjust a regression surface to data when the dependent variable is dichotomous (zero or one). Indeed their uses do not pose problem when they are used as explanatory variables. However, when they are used as the dependent variable, the ordinary least squares fails. The major advantage of this technique is to quantify the strength of association between each independent variable and the dependent variable, taking into account the effect of other variables included in the model (adjusted measure) (1.2). 15 Ayodeji, A., &Mahmood, B. (2012) . The impact of money laundering on economic and financial stability and on political development in developing countries: The case of Nigeria. Journal of Money Laundering Control, 15(4), 442-457. 16 Rapport GAFI 2009 : http://www.fatf-gafi.org/media/fatf/documents/reports/2008%202009%20FR.pdf 17 Bartlett, Brent. 2002 . "The Negative Effects of Money Laundering on Economic Development," For the Asian Development Bank, Regional Technical Assistance Project No.5967, Countering Money Laundering in The Asian and Pacific Region, May.
1-Model specification
We seek to explain the values of Y by X, meaning estimate the probability that Yi = 1 knowing Xi (or Yi = 0, which is the same). We notice that:
The logit model corresponds to the logistic law, introduced specifically for this type of model, distribution function Λ:
Hence the logistic regression in our model is explained by the following models:
With:
: According to this estimation we note:
*First model (crime as explained variable)
-The gdp is positive and non-significant which means that there is no relationship between the two variables -the degree of openness of the economy has a positive and significant effect on crime at the level of 5% while the proximity has no significant effect.
*Second model (anti money law laundering)
We note that only openness and proximity have positive and significant effects.
This means that after the adoption of this law the imports and exports increased and the terrorism coming from neighbours had been more intense.
*Third model (suspicious transaction report):
The adoption of this favour for banks allows them to question the depositor on the origin of their money when it exceeds a certain level. So we note that this law had negative effects on gdp meaning that in the past gdp was constructed, even partially, by illicit money. So with the adoption of this law the gdp decreases and a partial part of illicit money have changed destination.
*Fourth model (ctf):
The adoption of the law of criminalizing terrorism financing had no effect on growth and proximity (exogenous variable) but had a positive and significant effect on degree of trade openness.
Second version
In a second version we add a monetary variable (Money and quasi money (M2) as% of GDP) as an explanatory variable in the four models to detect their effects on money laundering. We obtain the following results in We note that only openness and proximity are positive and significant which mean that on the moment of criminalizing laundering the rate of openness of gulf economies become more important. This leads us to think that the trade (especially the good imports can be a tool of laundering. Also, this law had increased the variable proximity which means that there is a migration of money laundering to other countries.
* Second model (amll as explained variable)
At the moment where the anti-money laundering law has the same sign and significance, on the same variables, we can guard the same interpretation above mentioned.
* Third model (str)
We note that the adoption of this law had contributed to the increase of openness which means that the trade is one of veiled tools of laundering * Fourth model (ctf)
The effects of openness are always positive and significant. Also, the effect of M2 is positive and significant. This signify that the money creation especially scriptural money is one of the tools through which pass the money laundering
Third version
In the third version we will use the economic growth as the dependent variable which be explained by the crime, amll, str, ctf, lnopness, lnM2 and the proximity. We have used a GMM estimation of dynamic panel (Arellano-Bond (1991) ). The used models can be represented as follows: It is important at this stage of analysis, noted that there are two types of GMM estimators: the GMM estimator in difference of (Arellano & Bond, 1991) and the GMM estimator in system (Blundell & Bond, 1998) . Indeed, the objective of the GMM estimator in difference of (Arellano & Bond, 1991) is to eliminate any bias on the variables structure. However, (Blundell & Bond, 1998) led to the result that the GMM estimator is more efficient than the estimator of GMM in first difference (and through the use of Monte Carlo simulations). Therefore, there is a convergence taken unanimously by the fact that the first difference GMM produces biased estimators for small samples. "Based on the procedure (Arellano & Bond, 1991) and (Blundell & Bond 1998 ), the dynamic model which we will adopt takes the form of models (9) (10) (11) (12). According to table (9) and concerning the whole of our sample we note that the delayed variable is positive at the level of 1% which means that these countries will diverge in their growth level. All other variables are non-significant.
The effects of amll are negative and significant in the cases of Bahrain and Kuwait meaning that the adoption of this law had decreased the GDP. This means that in the past a part of growth is coming from money laundering. The effects of openness are negative and significant in the whole of sample and Bahrain and Qatar. This results are strange because the economic logic approve the confirm logic. The effects of proximity on growth are positive and significant in the cases of According to table (9) and concerning the whole of our sample we note that the delayed variable is positive at the level of 1% which means that these countries will diverge in their growth level.
All other variables are non-significant.
The effects of amll are negative and significant in the cases of Bahrain and Kuwait, this means that the adoption of this law had decreased the GDP. The effects of openness are negative and significant in Bahrain and Qatar. This results are strange because the economic logic is not confirmed this one. Concerning the effects of proximity on growth, we note that are positive and significant on the cases of the whole of countries (panel) the Bahrain and Saudi Arabia. A priori the proximity of these countries to risk countries, allows them to produce more follows the increase of the whole demand.
Tableau 4: estimation of model ( Relatively to other models we note that (str) had a negative effects on growth in Bahrain and Oman and positive and significant effect on Kuwait. The variable ctf had a positive and significant effects on Saudi Arabia and UAE and negative and significant effects on growth
Conclusion
As a conclusion we can say that the results are consistent. First we have showed that when the crime is the explained variable we note that only the variables openness and proximity are positive and significant. This means that on the moment of criminalizing laundering the rate of openness of gulf economies become more important. This leads us to think that the trade (especially the good imports can be a tool of laundering. Also, this law had increased the variable proximity which means that there is a migration of money laundering to other countries. We note that only openness and proximity have positive and significant effects. This means that after the adoption of this law the imports and exports increased and the terrorism coming from neighbours had been more intense. The same effects are unregistered when amll is the explained variable.
In the third case when the explained variable is suspicious transaction report we notice that this law had negative effects on gdp meaning that in the past, gdp was, in part, constructed, even partially, by illicit money. So with the adoption of this law the gdp decreases and a partial part of illicit money have changed destination. In the fourth case we note that when ctf is considered as explained variable the adoption of the law of criminalizing terrorism financing had no effect on growth and proximity (exogenous variable) but had a positive and significant effect on degree of trade openness.
* Third model (str)
